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2 KEY ECONOMIC INDICATORS: JAMAICA 


All values in million US$ Exchange rate. for 1969 and 1970 statistics 
J$ 1=-US 1.20. For 1971 statistics J$ l= 
US$ 1.30 the rate in effect December 31, 1971. 


ITEM 1969 1970 197 
Final Provisional Preliminary 
INCOME , EMPLOYMENT 
GNP at Current Prices 979.2 1087.44 1255.67 (1159.08) 
GDP 1042.68 1157.40 1441.86 (1238.64) 
National Income 899.16 996.48  11566.3 (1062.12) 
Per Capita National Income 482.40 527.04 602.03 ( 555.72) 
Gross Domestic Investment 311.40 327.00 363.35 ( 335.40) 
Unemployment 17.2% 18% 19% 
MONEY AND 
Public Debt Outstanding 289.9 331.1 411.3 (379.68) 
External Debt 120.6 125.3 142.4 (131.4 ) 
Interest Rates (Central Bank) 6% 6% 54-64 
Consumer Priee Index (1967=100) 
Kingston Area 122.2 131.2 137.9 
Rural Area 120.1 130.9 139.8 
F PRODUC 
Bauxite (000 Tons 10,333 11,820 12, 2h4 
Alumina (000T¥8ns) 1,138 1,689 1,783 
Sugar (000 Tons) 383 370 379 
Bananas (Exports; 000 Tons) 151 134 126 
Cement 407.4 449.5 423.9 
BALANCE OF PAYMENTS AND TRADE _ 
Gold & Foreign Reserves 126 150.4 194.7 (179.6 ) 
Balance of Payments +/- -13.4 +21.1 427.9 (425.8 ) 
Merchandise Trade Balance -143.5 -185.6 —224.7  €207.5 ) 
Exports, FOB 292 oli 339.72 371.54 €342.96) 
U.S. 130.9 174.5 167.3 (15h.4 ) 
U.K. 49.6 52.8 1.8 ( 66.3 ) 
CARIFTA 9.4 11.4 Wh =( 13.3 ) 
Imports 435.96 525.36 596.31 (550.44) 
U.S. 168.6 226.0 236.3 (218.1 ) 
U.K. 93.1 100.1 117.3 (108.3 ) 
CARIFTA 5.9 8.8 13.5 ( 124 ) 
Total Mumber of Tourists 407,105 414,720 448,564 
Total Tourist Expenditures 93.5 95.5 us (108.9 ) 


* For comparative purposes 1971 statistics are also given in parentheses converted 
at ~ old J$1 = US$ 1.20 rate. Statistics for 1969 and 1970 include latest 
revisions. 





SUMMARY 


Record GNP, GDP and per capita income in 1971 may have 
recorded the peak in the current boom. A leveling off 

in tourist and alumina/bauxite investments was reflected 
in a slowdown in construction activity in late 1971 which, 
abetted by labor difficulties, continued into mid 1972. 

The prospect is that capital inflows will decrease further 
as major investments near completion and that there will 
be an overall Balance of Payments deficit in 1972. 

Remedial measures could brake imports of consumer goods 
within the next year. Nevertheless, there were rich 
opportunities for United States exporters to supply large 
and varied import requirements which include raw materials, 
industrial supplies, and construction industry requirements. 


The investment scene was affected by more stringent 
exchange control regulations which sought to deter 
speculation in umimproved lands. Tourism facilities 
seemed headed for a room oversupply situation for the 
near term. Investment opportunities seemed most appealing 
in the protected manufacturing sector, especially for 
import substitution industries which could qualify for 
protection. Jamaican participation was urged but not 
required. Over the longer term, progress in meeting the 
unemployment challenge seemed essential to maintain a 
suitable investment climate. 








ECONOMIC AND FINANCIAL CONDITIONS AND PROSPECTS 


In spite of a leveling off of investments in the bauxite/alumina and 
tourism sectors, GNP and per capita income again reached record levels of 
US$ 1,253.7 million and US$ 602 respectively in 1971. Manufacturing 
gained 5.3%, and tourism receipts 14.1%. The financial sector and dis- 
tributive sector put in strong performances. Some recovery in agriculture 
in 1971 was a positive factor. Labor difficulties, along with reduced 
foreign investment, contributed to a slowdown in the construction industry 
evident in late 1971 which continued into mid 1972. Nevertheless, 
governmental spending for infrastructure and school programs sufficiently 
supplemented activity in industry, hotel and residential construction, 
that construction and installation advanced 3.5% for the year as a whole, 


A decrease in the value of alumina exports, in response to soft inter- 
national market conditions, restrained international trade growth to 3.3%. 
Small declines in receipts for citrus and pimento exports were also a 
factor, as was a drop in cement exports. 


Slowdown Coming 


The prospects for 1972-1973 were that upward momentum would encounter in- 
creasingly formidable obstacles. A further decline in imports of capital 
equipment following completion of major bauxite/alumina expansions and 
governmental efforts to reduce the flow of consumer imports for balance of 
payments purposes seemed likely. 


Expanded Money Supply and Bank Credit Fueled Growth 


In 1971 the money supply expanded 26.2%, reflecting the monetary require- 
ments of a still expanding economy and pre-election year spending pressures. 


The Bank of Jamaica rate dropped to 5% in December, 1971, but moved back 

to 6% in June of 1972, while the commercial prime rate dropped to 7% in 
December but climbed to 8% in June 1972. Ten percent was, however, the 
more usual rate for borrowers from commercial sources. Commercial bank 
assets reached $458 million in December of 1971, a rise of $69 million from 
the preceding year. 


Prices Rise Less Rapidly 


in spite of significant monetary expansion prices rose less rapidly in 1971 
than in 1970, perhaps 3%. This was partly due to efforts in the United 
States, Jamaica's major supplier, to combat inflation and appreciation of 
Jamaican currency, relative to the United States dollar. 


Budget Spending and Deficits Rise 


Budget expenditures reached US$ 403 million in 1971-1972. Although there 
were shortfalls in collections, revenues reached a record US$ 323.7 million, 
based on a larger tax base and improved assessment and collection procedures, 
Government strategy in 1971-1972 dampened the inflationary impact of deficit 
financing by borrowing from National Insurance Scheme collections and Euro~ 
dollars through local banks. A relative increase in internal debt com 
peared with external debt suggested that some progress had been made in 
mobilizing domestic savings. 





Projected expenditures for the 1972-1973. budget are US$ 474.4 (J$365.1) 
million. Dependence on loans to cover the deficit is likely to exceed 
1971-1972 and to sharpen inflationary pressures. 


Jamaica's t iates and Then iates. 


The Jamaican dollar, officially set at & sterling 0.50, appreciated when 
the United States devalued in December of 1971, to J$l = US$ 1.30. 
However, the advantage for American suppliers largely disappeared by Jaly, 
of 1972, when it floated downward with the pound to J$l = US$ 1.20. 


The December decision not to devalue with the dollar was based on an 
analysis that devaluation would have increased the import and debt service 
bills but would not have resulted in increased foreign exchange earnings. 
This reasoning did not hold when the 4 sterling moved downward. The 
outlook is that the Jamaican dollar will float with the pound until that 
currency is stabilized and then eventually shift to some other measure of 
value for its dollar, 


Balance of Payments Problem Looms Nearer. 


Although the balance of payments surplus reached US$27.9 million in 1971, 
and brought reserves to a record US$194.7 million, the prospects were for 
the emergence of a substantial B/P problem in the 1972-1973 time-frame, 

For some years, Jamaica's rising imports of consumer and capital goods 

have been covered by major inflows of foreign capital. With an anticipated 
pause in tourist building because of room over-capacity and with completion 
of the major bauxite/alumina projects,capital inflows are likely to con- 
tinue the drop begun in 1971 and to convert the overall B/P surplus into 
an overall deficit. Any major new investment such as an important refinery 
project under study (by British Petroleum) for the Yallahs area could renew 
capital inflows. Any revival of alumina exports would also help, 


Remedial Action is in Planning Stage 


The Government's B/P defensive measures will probably include raising the 
Bank of Jamaica Rate; reial bank asset ratios, stricter controls on 
foreign exchange transactions and an export drive, The “overnment will 
also be studying use of voluntary restraints on imports of consumer goods, 
and wage/price controls designed to make Jamaican exports more competitive. 


U: oyment C enge May be Ke sue for Political Stability. 


Owservers generally assessed the hard-fought but fair election and peace- 
ful installation of the new Pieple's National Party government in March, 
1972, as a telling testament to the commitment of Jamaica's political 
leadership to democracy. The efforts of small black power, Marxist, and 
radical intellectual groups to promote a sense of black grievance, infiltrate 
organized labor, and to radicalise mational political life continued, but 
achieved no significant success through mid 1972, Nevertheless, a major 
concern Jamaican and expatriate businessmen was the burden on the new 
government to cope with social pressures of increasing intensity. Migration 
to urban centers, rising unemployment and high crime rates, were marked for 
priority attention by the government. Jamaica's unemploygent is widely 
believed to exceed 20%. With 44% of the nation's population under the age 
of 14, quick progress in meeting the challenge of unemployment seemed 
essential to maintain a suitable business enviroment. 








There was some business community expectation that there would bé a relaxa~ 

tion of the growing regulatory,tax and other pressures which they believed 

had characterized the last period of the preceding JLP administration. Other 
observers judged that the populist ring of early statements of the administra- 
tionimay have dulled these expectations and contributed to some cautionary 
movement of capital abroad. After a wait-and-see pause, many Jamaican businessmen 
were proceeding with their investment plans by mid 1972. 


IMPLICATIONS FOR THE UNITED STATES 
United States Can Supply Many Import Needs 


The market for capital equipment and possibly consumer goods will weaken in 
1972, but U.S. suppliers are in a good position to supply a major pertion of 
Jamaica's diversified import list. The tourist industry continued to offer 
supply opportunities for catering equipment and glassware, prepared foods, 
fresh and frozen vegetables, specialty meats, and meat preparations. 


The expansion of domestic feed mixing operations reduced the market for mixed 
feeds but increased the market for feed components, such as corn. The 

coconut industry was uneble to satisfy the market for oils and shortening, and 
there were apportuhities for exports of soybean oils, but in the face of stiff 
competition from European marine oils. There was a market for raw materials ang 
for fertilizers. 


Industrial Requirements Are Diverse 


Jamaican importers were looking for a variety of chemicals including resins, 
caustic soda, plastics, alkalies, phosphates, polyurethane chemicals, and 

other chemicals used in plastics manufacturing. They were also seeking gar—- 
bage collection equipment, solid waste disposal equipment, commercial refrigera- 
tion equipment, icemaking machines, air conditioning units, vending machines 

for soft drinks, and water supply system equipment. Among the industrial pro- 
equipment items being sought were industrial sewing machines, industrial com 
munications equipment, plastic working machinery and equipment, industrial 
product finishes, auxiliary power supply equipment, industrial glues, industrial 
safety equipment, copper pipes and tubes, printing trades machinery and presses, 
and equipment for the manufacture of concrete blocks and products. 


The construction industry, which is trending towards more high-rise facilities, 
should offer a redeptive market for dressed lumber, synthetic roofing, vinyl 
and hard surface floor coverings, glass, elevators, sanitary plumbing equip- 
ment, alarm and security devices, lighting fixtures, and explosives for build- 
ing. There was trend towards one supplier providing package installation of 
refrigerators, stoves, air conditioning units, and other electrical 

for numerous housing developments and condominium projects in the construction 
or planning stage. There also appeared to be a market for sewerage processing 
equipment and compactors (50 cycle), Shifts in import policy with respect to 
refrigerators pointed to increased imports of refrigerators over 16 cubic feet 
but fewer imports under this size. 


In miscellaneous equipment, there was a demand for furniture hardware, office 
supplies and equipment, cotton and linen fabrics, upholstery and drapery 
fabrics, medical equipment, pharmaceuticals, stationery and varied paper pro- 
ducts, toys, waxes, lawn mowers and garden tools. 





ers Concessions and Seeks New es 7 


Jamaican representatives to the EEC at Brussels probed for an agreement to 
export sugar and bananas under favorable terms to EEC members in return for 
tariff concessions. Links of the Yaounde or Arusha type were being studied. 
Agreement could result in American exporters paying higher tariffs than ECM 
suppliers. Any such arrangement would replace the present agreement giving 
the United Kingdom and other Commonwealth countries across-the-board tariff 
concessions averaging 50%, to the disadwantage of United States and other 
non-Gommormwealth suppliers. Jamaica will more actively seek cheaper sources 
for imports in Japan, mainland China, Eastern Europe and the Soviet Union. 


Protection Policy For Local Industry Will Continue 


Although Jamaican protective schemes for local industry are under fire for 
providing Jamaicans high-cost, low-quality goods, major changes are not ex- 
pected. During 1971 and into 1972, a continual procession of itegs shifted 

to an import category which required issuances of licenses, In the future, 
however, before investments are granted approved status, they will be examined 
carefully for their ability to supply products competitive in price and quality 
with imports, 


Investment Palicy Under Study 


Prime Minister Manley, prior to his election victory, asserted in a formal state- 
ment on his party's investment policy that Jamaica had a right to regulate foreign 
investment, a duty to extract from such investment maximum benefits for Jamaica, 
and an obligation to uphold agreements with the foreign investor once they are 
struck. Manley added that this effectively precluded ex-post-facto legislation 
directed at existing investments since this would destroy the climate of confi- 
dence needed to attract investments essential to development. 


Since the installation of the new administration, ministerial statements on 
policy towards business have had a somewhat nationalistic and populist ring. 
Positively the Government moved to depoliticize the treatment of Jamaica's 
utilities. The Jamaica Public Service Company (electricity), received a long 
delayed rate increase. The new administration is studying and will probably 
broaden the "Jamaicanization" program of its predecessor, whose main elements 
invalved transfer to Jamaican ownership through the market mechanism of the 
controlling interest in banks and insurance companies. Auto rental firms were 
first on the list. 


Industrial Relations Climate May Become More Difficult, 


A rising level of expectations fed in part by election campaigning has con- 
tributed to increased labor difficulties in 1972. Bmaployers anticipate a more 
difficult industrial relations climate caught between the demands of Jamaica's 
well unionized and scrappy labor force and Government interest in expanding 
price controls. Balancing this, investors could expect generous incentives, 
protection, and financial help for soundly conceived job-creating projects from 
the Jamaica Development Bank and the Jamaica Industrial Development Corporation. 
Major economic problems faced by investors éftenincluded labor productivity, high 
support costs, and a limited domestic market of two million. There were 
possibilities for protection and opportunities to export duty free and quota free 
to a CARIFTA market of an additional two million. 





Selected Investment rtunities are mn in Manufacturing, 


Speculative investments in unimproved land seemed likely to run into tougher 
foreign exchange controls designed to delay or bar repatriation of profits. 

The Hotel Owners Association was studying a call for a moratorium on hotel 
building because of a feared near-term overcapacity. Foreign investors seemed 
most welcome in the job-creating manufacturing field with Jamaican equity 
participation urged but not required. Investors and JIDC economists were 
studying investment and licensing opportunities in cosmetics and pharmaceuticals, 
glass products, automotive parts, toys, office supplies, garments and furniture, 
hand tools, small agricultural implements, hardware, water heaters, tapes, 
adhesives, small boats, industrial fasteners, confectionary, small metal castings, 
motorcycles and motor scooters assembly, protective gloves, pieture frames, 
embroidered articles and craft type products. 
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